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Nationwide, health
care costs are

affecting businesses,
government, and

consumers

PART 1

STILL IN THESTILL IN THE
NEWSNEWS

FRIDAY, MARCH 9, 2001

Free Spending in Flush Times Is
Coming Back to Haunt States
By PAM BELLUCK

rom Connecticut to Indiana, Louisiana to Arizona,
governors and legislators are trying to rein in commitments for
health, social or environmental programs, college scholarships,
prison building or teacher bonuses. Some will have a hard time
finding the money to open prisons they are building or make
good on promised raises for teachers.

As of late February, 31 states reported they were spending
more than they budgeted, according to the National
Conference of State Legislatures. And, grappling with
declining tax revenues and soaring Medicaid costs, as many as
23 states may cut budgets or reach into rainy day funds for the
first time in years.

Now, thrown off balance by a suddenly sluggish economy,
Missouri and many other states are finding that decisions or
promises to spend money when times were flush are coming
back to haunt them.

F

The New England Journal of Medicine — March 8, 2001  — Vol.
344, no. 10
HEALTH POLICY 2001

Controlling Health Care
Expenditures
After a few years of success in controlling the costs of
health care, the United States again faces the challenge of
what, if anything to do about skyrocketing health care
expenditures. Dealing with this challenge, which dominated
the health policy agenda from the late 1960s until the mid-
1990s, will be extremely difficult under any circumstances.
It may prove impossible unless the factors that prevent poor
and uninsured persons from obtaining medical care are
addressed simultaneously.

WEDNESDAY, MARCH 7, 2001

More Money Needed for Drug
Coverage, Lawmakers Say
By ROBERT PEAR

ew estimates from the
Congressional Budget
Office suggest that drug
spending for the elderly
and the disabled in the next
decade will be much higher
- perhaps 33 percent higher -
than the agency predicted
just 10 months ago.

Senator Charles E. Grassley, the Iowa Republican who is
chairman of the Finance Committee, said the Republicans'
budget blueprint would include a "considerably larger" sum than
Mr. Bush requested for prescription drugs.

NSUNDAY
March 18, 2001

Expensive new prescription treatments
threatening state's health-care budget
By Ralph Thomas
Seattle Times Olympia bureau

OLYMPIA - Within the state's soaring health-care budgets, prescription costs
have been climbing the fastest. And there's little slowdown in sight. The
shorthand explanation: Pharmaceutical companies are making more drugs,
charging more money and marketing more aggressively. Meanwhile,
government is providing health-care coverage for more people, and those
people are getting more prescriptions.
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A Growing Factor
in the DSHS Budget

MEDICALMEDICAL
ASSISTANCEASSISTANCE

SPENDINGSPENDING
All Funds

The Biggest Part
of the DSHS Budget

$4.1 Billion
1997-99 Biennium

$5.1 Billion
1999-01 Biennium

Assumes ‘01 Supplemental

$6.1 Billion
2001-03 Biennium

— Estimate —
Based on March Forecast

MAA CostsPART 1

MAA
23%

All Other
77%

2001-03 Proposed
$14.4 Billion

Estimate, based on 2001-03
Forecast

1987-89 Total
$4.5 Billion

Medical
Assistance
Administration

42%
All Other

DSHS
Programs

58%
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Elements That Drive the NumbersPART 2

w 15 categories of eligibility

z Major groupings include: TANF, Aged, Blind, Disabled,
Children, Pregnant Women

w Over 15 types of services purchased

z Major groupings include: Drugs, Out-patient hospital,
In-patient hospital, Physicians, Dental, Vision,
Managed Care
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PART 2

BEHIND THEBEHIND THE
NUMBERSNUMBERS

Medical Assistance Dollars
Estimated FY 2001 Service Expenditures = $2.3 billion, Excluding Administration w All Funds

Medicare
Beneficiaries &

Refugees 1%

MAA Clients
FY 2001 Total

= 815,387

CN Aged, Blind, DisabledCN Dual Eligible

Pregnant Women 3%

State Only Adults 2%
13%

Medically Needy 4%

6%

TANF Family
Medical

34%
Children
37%

Categorically Needy

Aged, Blind,
Disabled

38%

Dual Eligible (CN)

12%

Aged, Blind,
Disabled (CN)

26%

TANF Family
Medical
26%

Children
17%

Pregnant
Women
 8%

  3%

State
Only Adults

4%

SOURCE: DSHS Budget Division, Forecasting Office. Dollars are adjusted to include forecasted estimates for services that have been received but not
yet paid. Excludes Disproportionate Share Hospital payments except for the Medically Needy and State Only Adults.

Medically
Needy

4%

All Other
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PART 2

A single
component is

growing faster than
all others, and

caseloads continue
to rise

87-89 89-91 91-93 93-95 95-97 97-99 99-01 01-03

$121
Million

Nearly
$1 Billion

PR
O
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D

FY89 FY91 FY93 FY95 FY97 FY99 FY01 FY03

FO
R

EC
A

ST

847
Thousand

400
Thousand

Biennial Medical
Assistance

Drug Costs

Medical Assistance

Clients

BEHIND THEBEHIND THE
NUMBERSNUMBERS
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TEMPORARYTEMPORARY
ASSISTANCEASSISTANCE

for NEEDYfor NEEDY
FAMILIESFAMILIES

(TANF)

PART 2

$502,011 $504,853

$455,765

$492,980

$597,803

$637,520

$694,165

$480,903

FY96 FY97 FY98 FY99 FY00 FY01 FY02 FY03

0

50,000

100,000

150,000

200,000

250,000

300,000

350,000

FY
96

FY
97

FY
98

FY
99

FY
00

FY
01

FY
02

FY
03

w 34 percent of the caseload, 26 percent of the expenditures
w 81 percent of head of household female, average age 31
w 2.7 people per family
w Largely enrolled in managed care

Clients
Forecast

Expenditures

Estimate |--------- Forecast ---------|

SOURCE: DSHS Budget Division, Forecasting Office. Dollars are adjusted to include forecasted estimates for services that have been received
but not yet paid.

+38%
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COVERAGE forCOVERAGE for
UNINSUREDUNINSURED

CHILDRENCHILDREN
(CN, CHIP,

State Only Less
Than18)

PART 2

$197,597

$243,849

$268,321

$295,533

$344,522

$396,711

$436,069

$474,523
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FY
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Clients
Forecast

Estimate |--------- Forecast ---------|

SOURCE: DSHS Budget Division, Forecasting Office. Dollars are adjusted to include forecasted estimates for services that have been received
but not yet paid.

+140%

Expenditures
w 37 percent of caseload, 17 percent of expenditures
w For children in families with income up to 250 percent of

federal poverty ($3,553 per month for a family of four)

w Growth driven by caseload increase
w Cohort with highest 8-year cost increase
w Low cost per capita
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PREGNANTPREGNANT
WOMENWOMEN

(CN)

PART 2

$132,464
$141,225 $139,032

$152,305

$177,366

$188,285

$199,535
$209,433

FY96 FY97 FY98 FY99 FY00 FY01 FY02 FY03

17,000

18,000

19,000

20,000

21,000

22,000

23,000

FY
96

FY
97

FY
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FY
99

FY
00

FY
01

FY
02

FY
03

w 3 percent of caseload, 8 percent of expenditures
w Low income – 185 percent of federal poverty or below
w Not on other assistance program
w Maternity and limited post-partum coverage

Clients
Forecast

Estimate |--------- Forecast ---------|

SOURCE: DSHS Budget Division, Forecasting Office. Dollars are adjusted to include forecasted estimates for services that have been received
but not yet paid.

Expenditures

+58%
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MEDICALLYMEDICALLY
NEEDYNEEDY

PART 2

$48,436
$53,178

$59,695

$71,366

$80,063

$89,006

$96,412

$45,022

FY96 FY97 FY98 FY99 FY00 FY01 FY02 FY03
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w 4 percent of caseload, 3 percent of expenditures
w Medical care costs would deplete personal resources
w State costs driven by services not covered by Medicare
w Dual eligible – pharmacy a significant cost driver

Clients
Forecast

Estimate |--------- Forecast ---------|

SOURCE: DSHS Budget Division, Forecasting Office. Dollars are adjusted to include forecasted estimates for services that have been received
but not yet paid. Includes Disproportionate Share Hospital payments for the Medically Needy.

+99%

Expenditures
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AGED, BLIND,AGED, BLIND,
DISABLEDDISABLED

(CN)

PART 2

FY96 FY97 FY98 FY99 FY00 FY01 FY02 FY03
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w 19 percent of caseload, 38 percent of costs
w Cohort with significant cost increase
w Cost increase driven by cost of care
w High health care cost population

Clients
Forecast

Aged

Blind, Disabled

$470,471
$527,386

$575,475

$640,501

$746,155

$866,058

$977,600

$1,091,562

Estimate |--------- Forecast ---------|

SOURCE: DSHS Budget Division, Forecasting Office. Dollars are adjusted to include forecasted estimates for services that have been received
but not yet paid.

+132%

Expenditures

More detail follows. . .
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The CN Aged, Blind, DisabledPART 3

w The most expensive cohort

w The cohort with the highest cost increase
driven by cost of services purchased

w State costs driven by lack of Medicare
pharmacy benefit
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PART 3

AGED, BLIND,AGED, BLIND,
DISABLEDDISABLED

(CN)

Ranging From Birth to 111 years

Age and Gender
Distribution

Total Clients FY 2000
= 151,880
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Female

Male

______________ CN Blind, Disabled ______________       ____________ CN Aged ____________

Age
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Female Male TOTAL
Blind, Disabled  51,605  45,986  97,591 64%

Aged  38,765  15,524  54,289 36%

TOTAL  90,370  61,510 151,880
60% 40%
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PART 3

AGED, BLIND,AGED, BLIND,
DISABLEDDISABLED

(CN)

Major Services We Buy for Aged,
Blind, Disabled

Estimated FY 2001
Expenditures for MAA

= $2.3 Billion
All Funds

Excludes  Disproportionate
Share Hospital Payments

     Dual
Eligible* (CN)

12%

Aged, Blind,
Disabled (CN)

26%All Other
Client Groups

62%
Prescription Drugs

Inpatient Hospital

Outpatient Hospital

Physician Services
9%

11%

26%

41%

All Other
• Durable Medical Equipment
• Transportation 13%

Estimated Payments for Services Provided for all
MAA clients, FY 2001= $2.3 Billion (All Funds)

All Medical Assistance
Administration Services

Aged, Blind, Disabled (CN)

Total = $866.1 Million
All Funds

* The “Dual Eligible” population is eligible for both Medicaid and Medicare services. For those people, the state pays deductibles, co-pays, and
premiums that cannot be afforded by clients and services that Medicare does not cover, such as prescription drugs.
SOURCE: DSHS Budget Division, Forecasting Office. Dollars are adjusted to include forecasted estimates for services that have been received
but not yet paid.
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PART 3

AGED, BLIND,AGED, BLIND,
DISABLEDDISABLED

(CN)

Drug Costs a Major Factor
Lack of Medicare Benefit Drives Medicaid Costs

Total = $285.8 MillionTotal = $580.3 Million

Represents
co-pays,
deductibles,
premiums only

Aged, Blind, Disabled (CN)

Dual Eligible* (CN)

 H= Major Cost Drivers
More detail provided

All Other

Physician Services

Outpatient Hospital

Inpatient Hospital

Drugs 28%
H

70%
H

8%
4%

2%

16%

Drugs

Inpatient

All Other

32%
H

12%
H

11%
H

17%

* The “Dual Eligible” population is eligible for both Medicaid and Medicare services. For those people, the state pays deductibles, co-pays, and premiums
that cannot be afforded by clients and services that Medicare does not cover, such as prescription drugs.
SOURCE: Percentages are based on expenditure data supplied by the DSHS Medical Assistance Administration.

Estimated FY 2001
Expenditures

= $866.1 Million
All Funds
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PART 3

AGED, BLIND,AGED, BLIND,
DISABLEDDISABLED

(CN)

Medical Cost Increases
Two-year Increases

$429.2
Million

$192.1
Million

+42%

FY
1998

FY
2000

FY
2002

Drugs

Inpatient
Hospital

Outpatient
Hospital Physician

Services

$303.3
Million

FY
1998

FY
2000

FY
2002

FY
1998

FY
2000

FY
2002

FY
1998

FY
2000

FY
2002

+58%

Forecast

Forecast

Forecast
Forecast

$244.1
Million

$105.0
Million

$78.9
Million

$152.3

$192.6

$62.1

$84.7
$64.3

$55.4

+27%

+26%

+24%
+36% +23%

+16%

SOURCE: DSHS Budget Division, Forecasting Office. Dollars are adjusted to include forecasted estimates for services that have been received
but not yet paid.
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PART 3

AGED, BLIND,AGED, BLIND,
DISABLEDDISABLED

(CN)

$36.4

The Top 5 Drugs
Accounted

for 38 Percent
of All Drug Costs

in FY 2000

$27.0

$20.2

$16.3
$14.2

FY 2000
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$8.3

$11.2

FY 1998

Top 5 Drug Categories
Annual Cost in Millions

SOURCE: DSHS Medical Assistance Utilization and Cost Detail, March 19, 2001. Numbers are based on current payment information from the Medical
Management Information System and are not adjusted to reflect estimates for services that have been received but not yet paid.
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AGED, BLIND,AGED, BLIND,
DISABLEDDISABLED

(CN)

Top 5 Inpatient Hospital Costs
Annual Cost in Millions

$23.8 $23.7

$13.8 $13.2
$11.6

FY 2000
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$9.8$10.2

FY 1998

The Top 5 Inpatient
Hospital Costs

Accounted for 45
Percent of All

Inpatient Hospital
Costs in FY 2000

SOURCE: DSHS Medical Assistance Utilization and Cost Detail, March 19, 2001. Numbers are based on current payment information from the Medical
Management Information System and are not adjusted to reflect estimates for services that have been received but not yet paid.
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PART 3

AGED, BLIND,AGED, BLIND,
DISABLEDDISABLED

(CN)

Top 5 Physician Service Procedure
Categories
Annual Cost in Millions

$23.1

$5.2

$5.0

$2.5 $2.4

FY 2000

$19.6

$4.5
$3.4

$1.8$1.9

FY 1998

The Top 5 Physician
Service Costs

Accounted for 74
Percent of All

Physician Costs
in FY 2000

SOURCE: DSHS Medical Assistance Utilization and Cost Detail, March 19, 2001. Numbers are based on current payment information from the Medical
Management Information System and are not adjusted to reflect estimates for services that have been received but not yet paid.
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PART 3

AGED, BLIND,AGED, BLIND,
DISABLEDDISABLED

(CN)

Outpatient Hospital Emergency and
Non-Emergent Use
Annual Number of Visits and Annual Cost

Dollars ↑↑31%Visits ↑↑20%

FY 1998

FY 2000 FY 2000

FY 1998

Total = 188,619

Total = 227,865

Emergency
19%

Emergency
13%

Emergency
17%

Emergency
12%

Non-Emergent
Outpatient Use

81%

Non-Emergent
Outpatient Use

87%

Non-Emergent
Outpatient Use

88%

Non-Emergent
Outpatient Use

83%

Outpatient Use and
Costs are Increasing

Total = $40.7 million

Total = $57.2 million

SOURCE: DSHS Medical Assistance Utilization and Cost Detail, March 19, 2001. Numbers are based on current payment information from the Medical
Management Information System and are not adjusted to reflect estimates for services that have been received but not yet paid.


